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To  Build  A Government 

Armor  Plant 


A Series  of  Statements  to  Congress 

and  the  Public 


Issued  by 


Bethlehem  Steel  Company 


South  Bethlehem,' Pa. 


i 


Our  Position 


To  Members  of  Congress  and  the  Public: 

The  Senate  has  passed  a bill  to  construct  an  armor  manu- 
facturing plant  at  a cost  of  $11,000,000  of  the  public’s 
money. 

The  measure  is  now  pending  before  the  House. 

The  Bethlehem  Steel  Company  has  manufactured  armor  for 
the  United  States  Government  for  twenty-nine  years. 

This  Company  recognizes  its  obligation  in  a matter  affecting 
both  national  defence  and  national  economy,  to  place  its  advice 
and  experience  at  the  disposal  of  the  nation  of  which  it  is  a 
citizen. 

The  Company  has  a duty  to  its  stockholders  to  seek  to 
conserve,  if  possible,  an  investment  of  over  $7,000,000  in  its  armor 
plant — an  investment  made  at  the  behest  of  the  Government, 
and  which  would  be  rendered  valueless  if  a Government  plant 
should  be  built. 

This  question  should  of  course  be  considered  in  the  broadest 
way;  not  with  special  regard  for  the  Bethlehem  Steel  Company, 
or  any  other  private  interest,  but  with  supreme  regard  for 
adequate  national  defense  and  sound  public  policy. 

In  order  that  all  concerned  may  have  the  clearest,  most 
concrete  and  definite  information  this  Company  can  give  on  this 
question,  so  important  both  to  the  nation  and  to  itself,  the 
Bethlehem  Steel  Company  is  issuing  a series  of  statements  to 
Congress. 

Twelve  of  those  statements  are  reprinted  herewith.  They 
set  forth  certain  essential  facts. 

Briefly,  our  position  is  that  we  have  charged  the  Government 
a low  price  for  armor  in  the  past,  and  have  derived  little  profit 
from  that  branch  of  our  business. 

We  are  so  certain  of  this,  and  so  certain  that  we  have  done  and 
can  do  better  for  the  Government  than  it  can  do  for  itself,  that 
we  have  offered  for  the  future  to  accept  any  price  which  the 
Federal  Trade  Commission  shall  decide  to  be  fair  alike  to  the 
Government  and  to  ourselves. 

Bethlehem  Steel  Company 


South  Bethlehem,  Pa. 
April  19,  1916. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


0 


No.l 


« 

Why  should  Government  Money 
be  spent  for  an  Armor  Faetory? 


To  the  Members  of  Congress: 


March  25,  1916 


- The  Senate  has  passed  a bill  to  spend  $11,000,000  of  the  public’s  money  to  build  an  armor 
plant.  The  measure  is  now  before  the  House  of  Representatives. 

^ There  can  be  only  two  possible  reasons  for  such  an  expenditure : 

First  That  existing  private  armor  plants  have  insufficient  capacity  to  supply  the  needs  of  the  country ; or 

Second  That  a Government  plant  would  produce  armor  at  a lower  price  than  must  be  paid  to  private 
manufacturers. 

The  Bethlehem  Steel  Company  maintains  that  neither  of  these  reasons  prevails:  Because 


First 


Capacity.  The  three  existing  private  armor  plants,  which  are  admittedly  efficient,  have  a capacity 
of  32,000  tons  a year.  The  estimated  needs  of  the  Navy  for  the  next  five  years  will  call  for  only 
24,000  tons  a year — not  enough  to  absorb  the  possible  output  of  existing  plants. 


Second  Price.  The  Bethlehem  Steel  Company  has  offered  to  manufacture  one-third,  or  such  additional 
quantity  as  may  be  awarded  to  it,  of  the  armor-plate  required  for  the  contemplated  five-year  naval 
program,  at  a price  of  $395  for  side  armor,  as  compared  with  the  price  of  $425  now  obtaining.  The 
proposed  price  is  lower  than  has  been  paid  by  the  Government  for  more  than  ten  years. 

If  the  foregoing  price  is  not  satisfactory,  we  will  agree  to  permit  any  well-known  firm  of  chartered 
public  accountants  or  the  Federal  Trade  Commission  to  inventory  our  plant  and  make  careful 
estimates  of  the  cost  of  manufacture;  with  that  data  in  hand  we  will  meet  with  the  Secretary  of  the 
Navy  and  guarantee  to  manufacture  armor  at  a price  which  will  be  itself  quite  as  low  as  the  lowest 
price  at  which  the  Government  could  possibly  make  it,  taking  into  account  all  proper  charges. 

The  Senate  Bill  contemplates  a plant  to  make  20,000  tons  a year,  leaving  only  4,000  tons  above 
estimated  needs  to  be  made  in  private  plants  having  32,000  tons  capacity  and  useless  for  any 
other  purpose.  The  effect  of  building  a government  plant  will  be  to  kill  the  private  industry: 
there  would  not  be  enough  work  for  both  Government  and  private  plants. 

Before  the  Senate  Committee  on  Naval  Affairs  on  January  25,  1916,  Rear-Admiral  Strauss,  Chief 
of  the  Naval  Bureau  of  Ordnance,  gave  this  testimony: 


Suestion  by  Senator  Chilton:  Admiral,  what  are  the  advantages,  if  any,  to  the 
le  Government  could  get  its  armor  plate  at  a fair  figureP 


Government  in  having  three  or  more  privately  run  plants,  if 


Admiral  Strauss:  There  is  no  doubt  that  having  munition  plants  of  any  sort  actually  being  operated  in  the  country  is  a valuable  asset. 
Senator  Chilton:  Would  it  be  on  the  whole  better  for  this  Government  to  have  privately  run  plants,  if  they  would  furnish  armor  at  a fair  profit? 
Admiral  Strauss:  If  the  private  firms  will  furnish  armor  at  a fair  profit  and  will  continue  to  do  so  under  all  conditions,  1 see  no  especial 
advantage  to  the  Government  in  going  into  the  business. 

Senator  Pittman:  Admiral,  is  it  only  a question  of  price;  is  that  the  only  question  that  is  disturbing  this  Government.^ 

Admiral  Strauss:  I think  so. 

Existing  plants  are  ample  for  all  requirements;  the  price  proposition  which  has  been  made  assures 
to  the  Government  every  protection. 

We  therefore  submit  that  the  proposed  plan  is  wasteful  as  an  expenditure  and  unwise  as  a policy. 


CHAS.  M.  SCHWAB,  Chainnan 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No.  2 


Armor  Manufacture-Private  or  by 
Govemment-A  Question  of  Priee 


To  the  Members  of  Congress: 


March  28,  1916 


The  sole  question  involved  in  the  scheme  to  spend  $11,000,000  to  huild  a Government  armor 
factory — and  supplant  the  three  existing  private  plants — ^is  whether  by  such  method  the 
people  will  save  money. 


Rear-Admiral  Strauss,  Chief  of  the  Naval  Bureau  of  Ordnance,  said,  at  a hearing  before  the  Senate 
Committee  on  Naval  Affairs  on  January  25: 

**  If  the  private  firms  will  furnish  armor  at  a fair  profit  and  wiU  continue  to  do  so  under  all 
conditions,  I see  no  especial  advantage  to  the  Government  in  going  into  the  business.  ” 

There  are  several  reasons  why  a Government  plant  would  realize  no  advantage  in  price,  namely : 

First  The  United  States  is  to-day  paying  $425  a ton  for  armor,  an  amount  substantially  lower  than 
is  paid  by  Japan,  Austria,  Germany,  England,  or  France. 

England  buys  its  armor  from  fire  prirately  owned  plants*  and  is  now  paying  $503  a ton*  Germany  has  two 
prirately  owned  plants*  and  is  paying  $490  a ton.  Japan  is  the  only  country  with  a government  plant*  and  yet 
armor  costs  her  $490  a ton. 

Tlie  specifications  in  the  United  States  are  much  more  rigid  and  the  wages  paid  are  very  much  higher  than  those 
prevailing  in  any  foreign  country. 

Second  We  now  offer  to  make  armor  plate  for  the  United  States  Government  at  $395  a ton — a reduction  of 
$30  a ton,  in  spite  of  the  fact  that  steel  prices  are  continually  going  up,  and  are  to-day  much  higher 
than  for  many  years. 

The  proposed  price  is  less  than  has  been  paid  for  armor  by  the  United  States  in  ten  years,  and  we  agree  to  accept 
this  lower  price  for  the  nert  five  years. 

Since  the  War  began  we  have  been  able  to  get  in  Europe  almost  any  price  we  chose  to  ask  for  ordnance.  We 
have  during  that  period  made  no  addition  whatever  to  the  selling  price  to  the  United  States  Government  of  any  of 
the  ordnance  products  which  we  manufacture. 

Third  If  the  foregoing  price  is  not  satisfactory,  we  will  agree  to  permit  any  well-known  firm  of  chartered 
public  accountants  or  the  Federal  Trade  Commission  to  inventory  our  plant  and  make  careful 
estimates  of  the  cost  of  manufacture;  with  that  data  in  hand  we  will  meet  with  the  Secretary  of  the 
Navy  and  guarantee  to  manufacture  armor  at  a price  which  will  be  itself  quite  as  low  as  the  lowest 

price  at  which  the  Government  could  possibly  make  it,  taking  into  account  all  proper  charges. 

We  make  the  foregoing  proposition,  rather  than  have  our  plant  rendered  useless. 

We  have  invested  over  $7,000,000  in  that  plant,  as  inventoried  to-day,  not  taking  into  account 
large  sums — certainly  $2,000,000 — expended  for  plant  and  equipment  abandoned  because  of 
becoming  obsolete. 

Our  armor  plant  is  useless  for  any  other  purpose.  The  United  States  is  our  only  customer  and  if 
that  customer  is  lost  the  plant  becomes  valueless. 

Our  offer  in  effect  is  to  make  armor  for  the  United  States  at  a price  the  Government 
itself  shall  name  as  fair. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  Preaident 


Bethlehem  Steel  Company 


No.  3 

Is  this  the  Time  to 

Government  Armor 

To  the  Members  of  Congress: 

It  would  require  at  least  three  years  to  build  a plant  ready  to  produce  armor  for  battleships. 


At  a hearing  before  the  Senate  Committee  on  Naval  Affairs  on  January  25,  1916,  Rear-Admiral 
Strauss,  Chief  of  the  Naval  Bureau  of  Ordnance,  said: 

estimated  we  would  ha^e  the  plant  completed  in  three  years  Ikom  the  time  we  were  authorised  to  construct 
it*  That  estimate  was  made  about  a year  ago,  and  undoubtedly  now  the  time  would  hare  to  be  increased  and  the 
cost  would  hare  to  be  increased  if  the  present  prices  and  demand  for  all  these  materials  remain  as  at  present.** 


There  is  reason  for  very  deliberate  consideration  of  the  proposal  to  build  a Government  armor 
plant;  Because: 

A world  war  is  on.  That  war  has  already  taught  many  important  military  lessons.  Its  teachings 
as  to  naval  warfare  remain  to  be  seen. 

It  may  be  that  swift  battle  cruisers  will  prove  more  effectiTe  than  dreadnoughts;  if  so,  only  one-third  of  the 
armor  now  estimated  will  be  required.  Other  naval  lessons  of  this  war  may  be  equally  important. 

The  lessons  of  this  war  will  surely  become  clear  before  the  proposed  Government  plant  could 
be  ready.  By  the  time  it  was  ready,  the  problem  it  was  created  to  solve  might  have  completely 
changed. 

The  armor  estimates  for  the  next  five  years  call  for  24,000  tons  a year.  If  battle  cruisers  supplant  dreadnoughts, 
armor  for  the  same  number  of  ships  could  be  supplied  by  8,000  or  9,000  tons  a year.  Elxisting  plants  have  a capacity 
of  32,000  tons  a year. 


First 


Second 


Start  a 
Plant  ? 

March  30,  1916 


Existing  armor  plants  represent  an  actual  investment  of  upwards  of  $20,000,000.  These  plants 
are  useless  for  any  other  purpose  than  making  armor.  The  American  Government  is  their  only 
customer,  and  these  plants  came  into  existence  solely  to  supply  the  needs  of  the  American 

Government. 

The  Senate  Bill  to  dupUcate — and  render  valueless,  these  existing  facilities  would  cost  the  people 
at  least  the  proposed  $11,000,000  appropriation. 


If  the  Government  plant  is  completed,  assuming  that  even  its  capacity  will  then  be  required, 
there  will  be  no  promise  of  effecting  economies  or  obtaining  residts  which  cannot  be  realized 
without  building  a Government  plant. 

Existing  plants  can  supply  every  need  of  the  country  for  armor  for  at  least  five  years  to  come,  and 
they  will  supply  it  at  whatever  price  the  Government  itself  shall  name  as  fair. 

At  a time  when  every  problem  of  warfare  is  in  the  melting  pot,  when  Government  expenditures 
are  necessarily  so  large,  when  new  and  added  taxes  are  under  consideration : — 

Is  it  wise  to  spend  $11,000,000,  when  by  such  expenditure  no  saving  can  be  realized 
which  may  not  now,  and  with  existing  facilities,  be  guaranteed  to  the  people? 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No,  4 


Bethlehem  Steel  Profits  and 

Policies  in  Armor  Contracts 


To  the  Members  of  Congress: 


April  1,  1916 


The  Bethlehem  Steel  Company  is  solicitous  that  its  position  with  reference  to  armor  contracts 
with  the  United  States  Government  be  clearly  understood.  Essential  facts  are: 


Second 


Third 


First  We  are  urging  no  plan  of  preparedness.  We  have  advocated  no  policy  involving  increased 
expenditures  by  the  Government  for  any  purpose. 

We  are  attemptmg  to  show,  in  the  frankest  and  most  open  manner,  that  it  would  be  unnecessary  and  unwise 
for  the  Nation  to  spend  $11,000,000  to  build  a Government  armor  plant,  because  s 

Existing  facilities  can  supply  every  need,  and. 

The  Government  can  buy  armor  at  least  as  cheaply  as  it  can  manufacture  it  for  itself* 

Second  If  the  United  States  should  become  involved  in  war  or  threatened  war,  the  Government  of  this 
country  can  have  any  product  we  manufacture — armor  plate  or  anything  else — at  any  price  it 
chooses  to  pay;  and  under  such  circumstances,  and  regardless  of  price,  our  entire  plant  will  run 
24  hours  a day  with  every  pound  of  energy  behind  it. 

Third  It  has  been  stated  that  this  Company  has  realized  enormous  profits  from  the  manufactme  of 
armor  plate.  The  fact  is  that  armor  is  the  least  profitable  article  we  manufactme. 

In  our  armor  plant — ^which  Is  useless  for  any  other  purpose  ■ ■ we  have  invested  $7,100,000* 

That  same  amount  of  money  invested  in  a steel  rolling  mill  would  have  earned  profits  of  $1,400,000  a year. 

Yet,  that  investment  in  armor  plant  has  produced  only  average  annual  gross  receipts  of  $1,418,993 

IN  OTHER  WORDS,  THE  SAME  AMOUNT  INVESTED  IN  A COMMERCIAL  PLANT  WOULD  HAVE 
PRODUCED  AS  MUCH  PROFIT  AS  THE  TOTAL  RECEIPTS  (COVERING  EXPENSES  AND  PROFIT) 

FOR  ARMOR  SUPPLIED  TO  THE  GOVERNMENT. 

Fourth  The  profits  realized  by  this  Company  in  1915  were  not  from  armor  plate. 

Our  total  sales  in  1915  were  about  $200,000,000,  of  which  the  gross  amount  received  for  armor  plate  amounted 
to  but  $3,000,000 — not  two  per  cent  of  our  total  business. 

At  the  present  time  we  can  obtain  in  Europe  almost  any  price  we  choose  to  ask  for  our  products; 
but  we  have  not  since  the  war  began  raised  the  price  for  any  ordnance  products  to  the 

American  Government. 

We  now  offer  to  reduce  the  price  of  armor  plate  for  the  United  States  from  $425  to  $395  a ton. 
The  price  paid  now— $425  a ton— is  less  than  that  paid  by  any  great  naval  power. 

It  is  said  that  if  our  offer  is  accepted,  and  the  Government  plant  not  built,  the  price  of  armor 
will  soon  begin  “soaring.”  That  there  is  no  danger  of  any  such  contingency,  and  as  an  earnest 

of  our  policy — 

We  will  agree  to  make  armor  at  the  reduced  price  named,  for  at  least  five  years;  or 

We  will  agree  for  an  indefinite  period  to  make  armor  at  any  price  which  the  Federal 
Trade  Commission  may  name  as  fair. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No.  5 


Is  Government  Mannfactnre  of 


Armor  for  Battleships  Wise? 


To  the  Members  of  Congress: 


April  3,  1916 


Armor  plate  for  our  battleships  is  a vital  factor  in  national  defense.  It  is  supremely  important 
that  its  quality  be  the  highest  obtainable. 

All  the  great  naval  powers  of  the  world  (except  Japan,  where  there  never  was  a private 
armor  industry)  have  found  it  to  their  interest  to  utilize  private  rather  than  Govern- 
ment industries  for  this  important  product. 


If  the  Government  utilizes  private  plants  to  make  its  armor,  it  can  exact  conditions  as  to  quality 
and  obtain  the  benefit  of  economies,  difficult  if  not  impossible  to  realize  in  Government  manu- 
facture itself.  Because — 

First  Government  manufacture  means  one  sub-department  of  the  Government  contracting  with 
another,  with  no  efficient  means  to  enforce  contracts  either  as  regards  time  of  delivery  or  quality 
of  material. 

There  would  under  Oovernment  manufacture  be  a natural  pressure  and  inclination  to  aroid  the  cost  and  delay 
of  replacement  of  armor  failing  to  meet  exacting  specifications,  which,  if  purchased  of  private  concerns,  would 
be  rejected  without  hesitation. 

A few  years  ago  the  Bethlehem  Steel  Company  lost  600  tons  of  armor — ^worth  $255,000 — because  it  could  not 
meet  the  rigorous  tests.  These  are  risks  of  manufacture  which  we  maintain  it  is  wiser  to  have  private  capital 
take  than  the  Government. 


Second  It  is  more  economical  to  operate  an  armor  plant  in  connection  with  a commercial  steel  plant. 

**The  establishment  and  operation  of  an  armor  plant  unconnected  with  other  works  would  without  doubt  involve 
additional  costs  not  included  in  the  development  of  existing  plants.’*— From  Report  in  1906  to  Secretary  of  the 
Navy  by  Board  of  Naval  Officers  of  which  Capt.  Kossuth  Niles  was  Chairman. 

Third  In  making  armor,  necessarily  a substantial  amount  of  the  product  is  rejected  as  scrap. 

In  a private  plant  conducting  other  operations  the  discarded  material  can  be  saved;  a Government  plant 
would  have  to  throw  it  away  or  enter  into  the  business  of  selling  scrap  armor  steel. 

Two  facts  stand  out — 

First  Armor  privately  made  and  subjected  to  rigid  Government  inspection  and  tests  is  certain  to  be  of 
the  highest  grade;  and 

Second  Private  industry  can  effect  economies  impossible  in  a Government  plant. 

The  United  States  have  available  three  private  armor  plants,  developed  for  the  use  of  the 
Government  and  for  no  other  purpose. 

We  offer  to  place  all  the  cards  on  the  table — to  open  our  hooks  to  the  Federal  Trade 
Commission,  and  to  put  our  experience,  our  facilities,  and  our  economies  at  the 
service  of  the  Nation  upon  such  terms  as  the  Government  itself  shall  name  as  fair. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No.  6 


Should  the  Government  Destroy 
Private  Armor-making  Industries? 

To  the  Members  of  Congress:  April  5,  1916 

In  conducting  the  hearings  recently  held  to  determine  the  cost  of  manufacturing  armor,  Senator 
V Tillman,  Chairman  of  the  Senate  Committee  on  Naval  Affairs,  addressing  the  Vice-I^esident 
of  the  Midvale  Steel  & Ordnance  Company,  said: 

“If  the  Government  enters  into  its  own  armor  manufacture  itself,  it  will  destroy  your  business  in 
that  respect  at  least.” 

The  three  armor  plants  in  this  country  came  into  existence  to  serve  the  United  States  Govern- 
ment, and  for  that  purpose  alone.  The  Bethlehem  Steel  Company  invested  over  $7,000,000 
to  this  end. 

Reporting  to  Congress,  Hon.  H.  A.  Herbert,  then  Secretary  of  the  Navy,  said  in  a conmiunication 
dated  December  31,  1896; 

two  armor  contractara,  tha  Bethlehem  Iron  Company  and  the  Carnegie  Steel  Company,  each  inreeted 
a large  amount  of  money  in  the  plant  necessary  to  manufacture  armor*  • • • * • It  is  also  to  he  remembered 
that  they  both  entered  upon  the  business  at  the  request  of  the  Nary  Department*** 

Is  it  wise — ^is  it  fair — ^for  the  Government  to  destroy  a private  industry  brought  into 
existence  to  serve  the  Ckivemment,  unless  for  reasons  of  compelling  force?  We  main- 
tain that  such  reasons  do  not  exist. 

It  is  said  that  private  armor  makers  have  charged  exorbitant  prices. 

The  fact  is  that  the  United  States  has  for  twenty  years  paid  less  for  armor  than  has  been  paid  by 
any  other  great  naval  power. 

Figures  officially  compiled  for  the  Senate  Committee  on  Naval  Affairs  from  the  Naval  Year  Book 
show  that  under  conditions  prevailing  just  before  the  present  European  war,  the  chief  naval  powers 
were  paying  these  prices  for  armor:  l^gland,  $503  per  ton;  France,  $460;  Germany,  $490;  Japan, 
$490;  Unit^  States,  $425. 

Reporting  to  the  Secretary  of  the  Navy  in  1906,  a Committee  of  Naval  Officers  headed  by  Capt. 
Kossuth  Niles,  said: 

^In  1896  the  prices  ill  this  country  were  closely  on  a par  with  those  abroad*  On  all  other  contracts  (since  that  time) 
this  country  has  paid  distinctly  less  than  has  been  paid  in  any  foreign  countries  for  armor  of  equal  quality.** 

Senator  Tillman,  Chairman  of  the  Senate  Committee  on  Naval  Affairs,  a strong  advocate  of  a 
Gk)vemment  plant,  in  a public  hearing  on  November  27,  1914,  himself  said: 

“It  would  be  very  unfortunate  for  the  [Midvale]  company  as  weU  as  for  ourselves  if  we  [meaning 
the  Government]  were  to  manufacture  our  own  armor,  because  it  would  be  much  better  if  we 

should  have  the  manufacturers  supply  the  Government  at  a reasonable  price.” 

To  fulfill  to  a greater  degree  the  conditions  suggested  by  Senator  Tillman,  we  have  offered  to 
reduce  the  price  of  armor  by  $30  a ton  below  the  price  now  obtaining. 

The  Secretary  of  the  Navy  has  suggested  that  if  this  new  price  is  accepted  it  will  not  be  long 
before  the  price  is  once  more  “soaring.”  As  an  earnest  of  our  policy  with  reference  to  that  point: 

We  are  prepared  to  manufacture  armor  for  an  indefinite  period  at  any  price  which  the 
Federal  Trade  Commission  shall,  after  an  examination  of  all  the  facts,  decide  to  be  fair. 

If  this  proposition  does  not  fuUy  protect  the  Government  we  are  willing  to  agree 
to  any  proposition  which  will  do  so. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No.  7 


Three  Misconceptions  About 
the  Bethlehem  Steel  Company 


To  the  Members  of  Congress: 


April  7,  1916 


The  agitation  for  Government  armor  plants  in  the  United  States  appears  to  be  grounded  upon 
three  popular  misconceptions : 


Excessive 

Profits 


First — ^That  the  American  Government  has  been  charged  excessive  prices 
for  armor. 


The  fact  is  that  for  twenty  years  the  United  States  has  obtained  a higher  grade  of  armor 
and  paid  less  for  it  than  any  other  great  naval  power. 


Data  compiled  for  the  Senate  Ck>mmittee  on  Naval  Affairs  showed  that  the  following  prices  were  being  paid 
for  armor,  before  the  present  war  in  Europei  England,  $503  per  ton;  France,  $460;  Germany,  $490;  Japan,  $490; 
the  United  States,  $425. 

Wages  paid  in  the  United  States  are  very  much  higher  and  costs  here  would  naturally  be  greater*  The  fact  is  that 
the  price  charged  is  much  lower* 


Selling  to  Second — ^That  American  manufacturers  have  sold  armor  abroad  at  a lower 

Foreign  Countries  price  than  they  have  charged  the  United  States, 
at  Cheaper  Price 

The  Bethlehem  Steel  Company  has  since  1887  supplied  to  the  United  States  95,072  tons 
of  armor  at  an  average  price  of  $432.62  per  ton. 

During  the  same  period  its  aggregate  sales  to  foreign  countries  amounted  to  5,331  tons — 
about  six  per  cent  of  the  total,  and  out  of  that  amount  3,967  tons  were  sold  at  a higher 
price  than  was  charged  in  the  United  States. 

Three  small  sample  lots — amounting  in  all  to  1,364  tons — ^were  supplied  to  Russia  and  Japan  at  prices  lower  than 
those  then  prevailing  in  the  United  States*  Russia  took  all  but  twenty-five  tons,  and  a few  months  later  we  were 
able  to  sell  to  Russia  a new  lot  at  a higher  price  than  that  prevailing  in  the  United  States. 


Threat  to  Third — That  a threat  has  been  made  to  increase  the  price  of  armor  plate 

Increase  |200  a ton  if  a Government  plant  was  authorized. 

Price 

The  fact  is  that  no  such  threat  heis  been  made  by  this  Company  or  on  its  behalf. 

Our  Company  has  made  no  threat  of  any  kind. 

The  necessary  armor  manufacturing  capacity  for  the  needs  of  the  United  States 
Government  already  exists. 

Our  facilities  are  at  the  disposal  of  the  Government  upon  its  own  terms. 

Would  it  not  he  a waste,  when  no  economy  can  he  realized,  to  spend  Government 
money  to  duplicate  facilities  already  adequate? 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No.  8 


What  National  Advantage  Do 
Private  Armor  Plants  Serve? 


To  the  Members  of  Congress : 


April  11,  1916 


THE  HON.  H.  A.  HERBERT,  then  Secretary  of  the  Navy,  reported  to  Congress  in  1896: 

“The  present  size  and  strength  of  our  navy  is  not  so  efficient  a factor  in 
keeping  the  public  peace  and  in  creating  respect  for  oiu*  country  abroad 
as  is  our  capacity  to  rapidly  increase  that  navy  to  any  required  extent.” 

THE  PRESENT  SECRETARY  OF  THE  NAVY  says  to  Congress,  in  his  last  annual  report, 

that  one  of  the  lessons  of  the  present  war  is  that 

“We  must  enlarge  factories  in  which  munitions  can  be  manufactured, 
with  everything  in  readiness  to  increase  the  large  reserve  in  case  it 
should  be  necessary.”  

The  foregoing  are  sound  doctrines.  They  have  been  found  to  be  sound  by  every 
great  nation  in  the  world. 

Yet  it  is  proposed  to  adopt  a policy  in  building  armor,  the  vital  feature  of  a 
battleship’s  equipment,  which  will  effectively  destroy  the  large  existing  armor 
manufacturing  capacity  in  this  country. 


SENATOR  TILLMAN,  while  conducting  the  recent  inquiry  into  the  cost  of  armor,  very 

accurately  stated: 

“If  the  Government  enters  into  its  own  armor  manufacture  itself,  it  will 
destroy  your  business,  in  that  respect  at  least.” 

“It  would  be  much  better  if  we  should  have  the  manufacturers  supply 
the  Government  at  a reasonable  price.” 


We  are  prepared  to  supply  armor  at  a price  which  the  Government  itself  shall  decide 
to  be  reasonable. 

This  is  said  to  be  a “death-bed  repentance.” 

That  is  a phrase.  What  we  propose  is  a responsible  business  proposition  to  which  we  are  pre- 
pared to  agree  for  an  indefinite  period. 

We  want  to  protect  ourselves  against  the  loss  of  our  existing  investment,  and  at  the  same  time 
save  the  Government  an  unnecessary  expense. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  Ptesident 


Bethlehem  Steel  Company 


No.  9 


A Mistake  in  the  Policy  of  the 
Bethlehem  Steel  Company 


To  the  Members  of  Congress: 


April  13,  1916 


It  is  said  that  manufacturers  of  armor  plate  have  “gouged”  the  country. 

This  statement  has  been  repeated  through  many  years.  It  was  not  true — it  is  not  true. 


The  fact  is  that  had  manufacturers  of  armor  invested  the  same  capital  in  commercial  steel  plants, 
they  would  have  realized  as  much  profit  as  the  total  receipts  from  the  Government  for  armor 

have  amounted  to. 

The  United  States  has  for  twenty  years  obtained  the  highest  grade  of  armor  and  has  paid  a 
lower  price  for  it  than  has  any  other  great  naval  power.  (From  data  compiled  under  the  direction 
of  the  Senate  Committee  on  Naval  Affairs.) 

Armor  manufacture  has  been  and  still  is  the  least  profitable  feature  of  the  steel  business. 


The  mistake  of  the  Bethlehem  Steel  Company  has  heen  that  it  kept  quiet. 

We  have  allowed  irresponsible  assertions  to  be  made  for  so  long  without  denial,  that  many 
people  now  believe  them  to  be  proven  facts. 

Committees  galore  have  investigated  armor  manufacture.  Countless  opinions  have  been  expressed, 
but  nobody  has  produced  facts  to  prove  the  sinister  claims.  Even  in  the  latest  report  on  a 
Government  armor-plate  bill,  submitted  on  February  8,  1916,  the  Senate  Committee  on  Naval 
Affairs  made  this  extraordinary  finding  as  to  the  policy  of  armor  manufacturers: 

‘‘There  was  every  evidence  of  combination  and  collusion  instead  of  competition, 

BUT  NO  PROOF.” 

We  are  accused  of  being  a “monopoly.”  That  is  a word  the  American  people  don’t  like.  Couple 
the  word  “monopoly”  with  a word  suggesting  the  hardness,  the  irresistibility  of  “armor  plate,”  and 
the  very  words  themselves,  if  often  enough  linked  together,  come  to  suggest — ^without  any 
proof — ^the  existence  of  motives  of  selfishness  and  greed.  But  the  conclusion  is  absolutely  without 
warrant  in  fact. 

We  shall  make  the  mistake  of  silence  no  longer. 

Henceforth  we  shall  pursue  a policy  of  publicity.  Misinformation  will  not  be 
permitted  to  go  uncorrected. 

It  is  and  has  heen  the  policy  of  our  Company  to  deal  with  the  American  Government 
in  the  frankest  and  most  liberal  manner.  We  expect  henceforth  to  place  the  details 
of  all  those  relations  before  the  American  people. 

We  have  offered  to  make  armor  for  the  Government  at  any  price  the  Government  shall  name 
as  fair. 

Certainly  the  widespread  publication  of  such  an  offer  is  an  effective  challenge  to  our  own  good 
faith. 


CHAS.  M . SCHWAB,  Chairman 
EUGENE  G.  GRAC^  President 


Bethlehem  Steel  Company 


No.  10 

What  Would  it  Cost  the  U.  S.  to 

Manufacture  its  Own 

To  the  Members  of  Congress: 

» 

The  whole  argument  for  a Government  armor  plant  rests  upon  the 
Government  manufacture  a cheaper  price  will  be  realized. 

We  concede  that  if  we  cannot  do  better  for  the  Government  than 
case  fails. 

The  Secretary  of  the  Navy  in  his  Annual  Report  estimates  that  the  Government  can  make  armor  at 
$262.79  per  ton  in  a plant  of  10,000  tons  running  at  full  capacity.  The  prevailing  price  is  $425 
a ton.  He  estimates  the  difference  as  the  advantage  of  Government  over  private  manufacture. 
The  estimate  is  absolutely  fallacious. 

The  Secretary’s  estimate  covers  mere  shop  work;  it  omits  many  important  items  which  must 
enter  into  actual  cost. 

SECRETARY  DANIELS’  ESTIMATE  MAKES  NO  PROVISION 


Armor? 

April  14,  1916 
contention  that  through 

it  can  do  for  itself,  our 


For  Administration  and  General  Expense, 

For  Insurance,  Taxes  and  Depreciation  of  Plant, 

For  Interest  on  Investment  and  Working  Capital. 

These  items  must  be  paid  in  one  way  or  another  by  either  Government  or  private  manufacturer. 

Secretary  Daniels’  estimate  assumes  that  the  Government  plant  will  be  run  at  full  capacity. 

The  award  of  a contract  large  enough  to  keep  any  plant  running  full  would  make  possible  equally 
great  if  not  greater  economies  in  a private  plant. 

We  can  and  will  manufacture  armor  at  a price  cheaper  than  the  Government  can 
possibly  do  it. 

The  building  of  a Government  plant — 

Would  reduce  the  price  of  armor  to  the  people;  but  it 

Would  reduce  the  available  capacity  for  producing  this  vital  factor  in  national  defense. 

We  are  prepared  to  produce  armor  at  the  Government’s  own  price.  This  is  not  a mere  phrase ; 
it  is  a responsible  business  proposition.  Acceptance  of  it  will  save  the  Government  money. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No.  11 


What  is  the  Ultimate  Purpose 
of  a Government  Armor  Plant? 


To  the  Members  of  Congress: 

The  Senate  has  passed  and  the  House  is  considering  a bill  to  appropriate 
money  for  a Government  armor  plant. 


April  17, 1916 
$11,000,000  of  public 

V 


What  is  the  real  purpose  underlying  that  measure? 

Is  it  to  punish  somebody  for  supposed  misdeeds  in  the  past? 
If  so,  what  actually  has  been  done? 


There  have  been  many  statements,  many  insinuations,  but  what  are  the  facts? 

Before  a Government  plant  is  built,  rendering  our  plant  unnecessary,  isn’t  it  worth  while  to 
make  sure  just  why  the  step  is  being  taken? 

The  Senate  Committee  on  Naval  Affairs  said: 

*‘As  long  as  present  conditions  continue,  the  armor  manufacturers  arc  in  a position  to  force  the  United  States 
Goremment,  in  the  language  of  the  highwaymen,  *to  stand  and  deliver**  ** 

The  House  Committee  said: 

**Xhe  Government  finds  itself  in  such  a position  as  to  he  forced  to  contract  for  armor  plate  at  the  price  submitted 
by  the  companies.** 

Such  assertions  have  often  been  made,  but  they  will  not  stand  analysis. 

The  fact  is  that  we  offer  to  let  the  Government’s  own  agent,  the  Federal  Trade  Com- 
mission, fix  the  price.  We  agree  to  make  that  offer  good  indefinitely. 

Is  that  forcing  the  Government? 

It  is  said  that  in  making  armor  we  have  a “monopoly.”  There  are  three  manufacturers  of  armor 
and  but  one  customer. 

If  we  cannot  sell  to  the  American  Government,  for  which  our  armor  plant  was  created, 
we  have  no  husiness. 

The  €k>vernmeht  is — as  it  should  be — completely  in  control  of  the  situation. 

All  that  we  ask  is  that  before  Congress  takes  the  step  which  will  commit  this  country  to  an 
expenditure  for  a Government  plant,  they  put  us  to  the  test  on  our  proposition,  viz.,  to 
demonstrate  that — 

We  can,  will  make  and  have  made  armor  for  the  American  people  cheaper  than  the 
Government  can  possibly  do  it  for  itself. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


No.  12 


Why  We  Offer  to  Reduce 
the  Price  of  Armor  Plate 

To  the  Members  of  Congress:  April  18, 1916 

We  have  offered  to  reduce  the  price  of  armor  to  the  United  States  from  $425  to  $395  a ton. 
That  fact  is  cited  by  some  as  proof  positive  of  our  having  made  inordinate  profits  in  the  past. 

The  fact  is  that  armor  manufacture  is  and  has  been  the  least  profitable  branch  of  steel  making. 

Japan  has  a Government  plant*  She  pays  wages  very  much  lower  than  are  paid  in  this  country*  Her  people  are 
known  for  efficiency*  yet  the  actual  cost  of  her  armor  plate  (according  to  official  data)  is  $490  per  ton*  Is  there 
any  reason  to  suppose  the  American  Government  could  do  any  better  ? 

We  have  offered  to  reduce  our  price,  not  because  the  present  price  is  too  high. 

The  shop  cost  of  producing  armor  was  found  by  Senator  Tillman’s  Committee  to  be  about  $262 
a ton.  Those  figures  represent  our  own  experience — if  our  plant  ran  at  full  capacity. 

The  report  in  1906  of  the  Committee  of  Naval  Officers,  headed  by  Capt.  Kossuth  Niles,  estimated  that  the  manu- 
facturc  of  armor  costs  ten  per  cent*  more  for  a plant  running  at  only  two— thirds  capacity 9 and  thirty  per  cent* 
more  when  running  only  one-third  capacity* 

Senator  Tillman’s  production  cost  of  $262  a ton,  running  at  full  capacity,  did  not  include  adminis- 
trative expenses,  it  did  not  allow  any  interest  on  the  vsdue  of  plant,  or  working  capital,  it  did  not 
provide  for  insurance,  taxes  or  depreciation.  Such  items  would  in  one  way  or  another  have  to 
be  met  by  the  Government,  just  as  much  as  by  a private  manufacturer. 

The  Naval  estimates  call  for  24,000  tons  of  armor  per  year  for  the  next  five  years.  If  we  receive 
orders  for  8,000  tons  per  year,  we  can  run  our  plant  at  two-thirds  capacity,  and  reduce  our  price. 

In  the  past  our  plant  has  run  at  an  average  of  one-third  capacity.  That  is  why  $425  has  been  a low 
price.  If  we  could  have  run  at  two-thirds  capacity  as  is  now  possible,  we  could  have  made  a 
reduction  then. 

To  provide  for  all  items  of  cost  with  our  plant  running  at  two-thirds  capacity,  would  make  the  total 
cost  about  $399  a ton.  This  covers  merely  shop  cost  plus  the  carrying  charge  on  the  plant;  it 
covers  no  allowance  for  profit. 

We  offer  the  reduced  price  named,  or  we  agree  to  accept  the  findings  of  the  Federal  Trade 
Conunission  as  to  what  a fair  charge  would  be. 

Is  it  likely  that  we  would  suggest,  as  we  have  done,  an  investigation  by  the  Federal  Trade 
Commission,  if  we  feared  their  findings  would  show  extortion  in  the  past  ? 

Our  situation  is  easily  set  forth: 

We  have  a plant  now  built  which  cost  us  $7,000,000.  If  a Government  plant  is  built,  ours  is 
rendered  useless  and  valueless.  The  whole  of  our  investment  will  then  be  sacrificed. 

Any  return — ^however  small — on  the  cost  of  our  plant — 

Any  payment  toward  taxes,  insurance  and  depreciation — 

Any  contrihution  toward  the  administrative  expenses — 

Is  better  than  the  loss  of  the  whole  plant. 

We  can  make  armor  cheaper  than  the  Government  can  do  it.  We  want  to  save  the  Government 
a wasteful  expense;  we  want  to  save  our  armor  plant  from  being  made  valueless  because  useless. 


CHAS.  M.  SCHWAB,  Chairman 
EUGENE  G.  GRACE,  President 


Bethlehem  Steel  Company 


**No  Need  Now  for  a Government 


Armor  Plate  Plant** 


The  Washington  Post  tells 
of  April  13,1916: 

“The  published  statement  of  the  Bethle- 
hem Steel  Company  addressed  to  the  mem- 
bers of  Congress  covers  so  fully  the  entire 
armor  plate  situation  and  is  so  eminently 
fair  to  the  government,  so  extremely  favor- 
able for  the  country,  that  it  has  left  the 
proposition  to  establish  a government  armor 
plate  plant  without  a foot  to  stand  upon. 

“With  this  most  open  and  frank  state- 
ment of  the  company  before  the  people  of 
the  United  States  there  is  not  left  the  slightest 
justification  for  any  expenditure  by  the 
government  for  such  plant,  and  in  this  time  of 
deficient  revenues  and  heavy  expenditures 
for  imperative  needs  of  the  country  it  leaves 
no  room  for  indulgence  in  appropriation  of 
millions  of  dollars  for  experimental  exploita- 
tions in  the  domain  of  manufacturing. 

“The  Post  has  not  hesitated  to  approve 
and  indorse  government  control  of  rates  and 
routes  in  a merchant  marine  to  be  created 
through  government  financial  aid,  basing 
such  approval  and  indorsement  upon  the 
pressing,  urgent  need  of  the  country  for  its 
own  ocean  transportation,  and  also  upon  the 
fact  that  for  50  years  private  capital  has 
signally  failed  to  provide  such  merchant 
marine. 

“Where  private  capital  can  and  will 
serve  the  people  well  at  reasonable  and 
fair  prices  The  Post  shall  at  all  times  oppose 
the  entrance  of  the  government  into  compe- 
tition with  such  private  enterprise. 


why  in  this  editorial  in  its  issue 


“The  Bethlehem  Steel  Company  can  serve 
the  country  well.  No  one  doubts  that. 

“No  steel  expert  or  government  official  can 
produce  a plant  for  the  government  that  can 
make  better  armor  plate  or  one  with  better 
facilities  for  producing  the  very  best. 

“The  recent  offer  of  the  company  is  a 
guarantee  of  prices  that  the  most  critical, 
the  most  economical  person  can  find  no 
fault  with. 

“The  people  of  the  United  States  will  ap- 
prove no  legislation  that  will  have  the  effect 
of  crushing  out  of  existence  such  an  industry 
as  this,  when  that  crushing  out  works 
injustice  upon  the  citizens  interested  and  who 
should  be  commended  rather  than  penalized 
for  creating  such  a masterpiece  of  industry 
as  the  Bethlehem  plant  is  today. 

“The  proffer  of  the  Bethlehem  Steel 
Company  should  be  accepted  immediately 
by  the  government,  and  the  Congress  should 
refuse  to  consider  longer  the  proposition  to 
establish  a government  armor  plate  plant. 

“Those  millions  of  dollars  that  were  to 
build  that  plant  can  be  used  to  far  greater 
advantage  to  the  government  and  the  people 
in  other  directions. 

“Every  patriotic  American . should  be 
gratified  that  our  country  has  secured  such 
an  offer  for  furnishing  all  the  armor  plate  the 
government  will  require  on  such  exceedingly 
fair  terms  as  proposed  by  the  Bethlehem 
Steel  Company.” 


